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the schedules and the actual property owned by the debtor and its 
values. In addition, several pre- and post-bankruptcy transactions 
were not disclosed to the court, trustee and creditors on the 
bankruptcy	schedules.	Although	given	a	chance	to	file	amended	
schedules with all of the hidden property and transactions, the 
debtor failed to provide the amended schedules as ordered. The 
court held that the debtor’s multiple failures to disclose pre- and 
post-bankuptcy	property	and	transactions	was	sufficient	cause	to	
dismiss the case under Section 1208(c)(1). In re Dickenson, 2014 
Bankr. LEXIS 4067 (Bankr. W.D. Va. 2014).
CONTRACTS
 THIRD-PARTY BENEFICIARIES. The plaintiff subleased 
stalls from one of the defendants for boarding the plaintiff’s 
horses. That defendant leased the barn from the other defendant. 
The plaintiff alleged that the tenant was negligent in feeding the 
plaintiff’s horses hay tainted with toxins from weeds in the feed. 
The landowner was included in the suit as negligent in failing to 
enforce a clause in the lease agreement that the tenant maintain, 
care, custody and control insurance to cover the losses. The plaintiff 
argued that the landowner had a duty to plaintiff as a third-party 
beneficiary under the lease contract to enforce the insurance 
provision.	The	landowner	sought	to	strike	third-party	beneficiary	
claim as unsupported by the lease agreement. The court noted that, 
in	order	for	the	plaintiff	to	be	a	third-party	beneficiary	of	the	lease,	
the lease needed to have language that the landowner agreed to a 
direct obligation to sublessees if the tenant failed to maintain the 
insurance.	The	court	rejected	the	plaintiff’s	assertion	that,	because	
the tenant was required to obtain the landowner’s permission for any 
sublease, the landowner’s approval of the plaintiff as a sublessee 
indicated	an	intent	to	make	the	plaintiff	a	beneficiary	of	the	lease	
between the landowner and the tenant. Thus, the appellate court 
upheld	summary	judgment	for	the	landowner	as	to	negligence	for	
failing to enforce the insurance provision in the lease. Roncaioli 
v. Willard, 2014 Conn. Super. LEXIS 2175 (Conn. Super. Ct. 
2014).
FEDERAL FARM
PROGRAMS
 CONSERVATION STEWARDSHIP PROGRAM. The Natural 
Resources Conservation Service has issued interim regulations 
amending the regulations for the Conservation Stewardship 
Program to incorporate changes in the CSP made by the 2014 Farm 
Bill. 79 Fed. Reg. 65835 (Nov. 5, 2014).
ADVERSE POSSESSION
 HOSTILE USE. The disputed property included a road and a 
stone wall which ran along the road. The defendant’s title described 
the defendant’s land as reaching to the stone wall and a few feet 
beyond it. The plaintiff claimed the property on both sides of the 
wall up to the road. The plaintiff claimed title to the disputed land 
by adverse possession based on (1) the plaintiff paid taxes on the 
property; (2) the plaintiff had a history of logging the land once 
in the 1940s and once in the 1970s; (3) the plaintiff remembered 
posting the property along the road; (4) the plaintiff included the 
disputed property in the property tax current-use registration; and 
(5)	the	plaintiff	testified	by	affidavit	that	the	plaintiff	never	observed	
any evidence of use by the defendant of the disputed property. The 
court	held	that	use	by	the	plaintiff	was	insufficient	to	transfer	title	by	
adverse possession to the plaintiff. Chase v. Taft Hill Tree Farm, 
Inc., 2014 Vt. Unpub. LEXIS 167 (Vt. 2014).
ANIMALS
 HORSES. The defendant owned a horse which the plaintiff was 
looking at to purchase for the plaintiff’s daughter. The plaintiff 
visited the defendant and had the child ride the horse while the 
horse was on a lead line. The plaintiff accompanied another child 
to use the bathroom and left the daughter on the horse with the 
defendant holding the horse. During the absence, the daughter fell 
off	the	horse	and	injured	a	leg.	The	plaintiff	sued	for	negligence	
and	the	defendant	moved	for	summary	judgment,	arguing	that	the	
Washington equine activities statute, Wash. Rev. Code § 4.24.530 
et seq., provided immunity from the negligence suit. The plaintiff 
argued that the statute applied only to “equine activity sponsors” 
which included only persons who provided facilities for equine 
activities.	The	appellate	court	upheld	the	grant	of	summary	judgment	
for the defendant, holding that the defendant was an equine activity 
sponsor in that the defendant’ property was used for the inspection 
of the horse by the plaintiff for the purpose of purchasing the horse. 
Glover v. Weber, 2014 Wash. App. LEXIS 2425 (Wash. Ct. App. 
2014).
BANkRUPTCY
CHAPTER 12
 DISCHARGE.	The	debtor	filed	for	Chapter	12,	filed	property	
schedules and a Chapter 12 plan. In the process of reviewing the 
debtor’s schedules the trustee and creditors discovered several 
discrepancies between the property and property values listed on 
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 FEDERAL ESTATE
AND GIFT TAXATION
 POWER OF APPOINTMENT. The taxpayer was the grandchild 
of	 the	 decedent	 and	 the	 beneficiary	of	 a	 trust	 created	under	 the	
decedent’s last will. The trust agreement provided that during the 
taxpayer’s life, the trustees were to make discretionary payments 
of	the	net	income	and	principal	to	or	for	the	benefit	of	the	taxpayer	
and the taxpayer’s issue. The trust also provided that upon the death 
of the taxpayer, the trustees were to pay over the principal, as then 
constituted, and any accumulated or undistributed income, “to such 
among [the decedent’s] issue” as the taxpayer shall validly appoint 
in the taxpayer’s last will. Any balance of the trust remaining and 
not effectively appointed by the taxpayer in the taxpayer’s last will 
was disposed of pursuant to the decedent’s last will. The IRS ruled 
that the testamentary power of appointment was not a general power 
of appointment and the existence, exercise, failure to fully exercise, 
or partial or complete release of the taxpayer’s power to appoint the 
principal and any accumulated or undistributed income of the trust 
will not cause the value of the property in the trust to be included in 
the taxpayer’s gross estate under § 2041(a). Ltr. Rul. 201444002, 
July 14, 2014.
 FEDERAL INCOME 
TAXATION
 ADOPTED CHILD TAX CREDIT. The taxpayers, husband 
and wife, adopted a child of black or mixed race in Florida. The 
taxpayers claimed the child tax credit provided by I.R.C. § 23. 
Under I.R.C. § 23(d)(3), . . . “a ‘child with special needs’ means 
any child if … (A) a State has determined that the child cannot or 
should not be returned to the home of his parents, (B) such State has 
determined	that	there	exists	with	respect	to	the	child	a	specific	factor	
or condition (such as his ethnic background, age, or membership in a 
minority or sibling group, or the presence of factors such as medical 
conditions or physical, mental, or emotional handicaps) because of 
which it is reasonable to conclude that such child cannot be placed 
with adoptive parents without providing adoption assistance, and (C) 
such	child	is	a	citizen	or	resident	of	the	United	States	(as	defined	in	
section 217(h)(3)).” Fla. Stat. § 409.166(2)(a) states that a “special 
needs child” includes a “child who … is not likely to be adopted 
because he or she is … [o]f black or racially mixed parentage.” 
The taxpayers argued that the Florida law was a determination by 
Florida that their adopted child was a special needs child under the 
federal tax law and entitled to the tax credit. The court held that 
I.R.C.	§	23(d)(3)	required	a	specific	determination	by	the	state	or	
an agency authorized by the state that the taxpayers’ child would 
not be adopted without adoption assistance. Lahmeyer v. United 
States, 2014-2 U.S. Tax Cas. (CCH) ¶ 50,487 (S.D. Fla. 2014).
 CHARITABLE DEDUCTIONS. The IRS has issued two 
items of guidance in response to the need for charitable and 
other relief due to the Ebola outbreak in Guinea, Liberia and 
Sierra Leone. One provides special relief intended to support 
leave-based donation programs to aid victims who have suffered 
from the Ebola outbreak in those countries. The other designates 
the	Ebola	outbreak	in	those	countries	as	a	qualified	disaster	for	
federal tax purposes. Leave-based donation. Under the leave-
based donation guidance, employees may donate their vacation, 
sick or personal leave in exchange for employer cash payments 
made	to	qualified	tax-exempt	organizations	providing	relief	for	
the victims of the Ebola outbreak in Guinea, Liberia or Sierra 
Leone. Employees can forgo leave in exchange for employer 
cash payments made before Jan. 1, 2016. Under this special 
relief, the donated leave will not be included in the income or 
wages of the employees. Employers will be permitted to deduct 
the amount of the cash payment.  For example, if an American 
company has such a program and makes a cash donation of the 
value of an employee’s donated leave before January 1, 2016, to 
an organization that is providing medical services and supplies 
for the relief of victims of the Ebola outbreak in Guinea, Liberia, 
or Sierra Leone, the IRS will not consider the amount of that 
payment as gross income or wages of the employee.  Additionally, 
the IRS will not assert that the U.S. company can only deduct 
such cash payments under I.R.C. § 170. Notice 2014-65, I.R.B. 
2014-47. Qualified-disaster.	 	The	 qualified-disaster	 guidance	
allows	recipients	of	qualified	relief	payments	related	to	the	Ebola	
outbreak in Guinea, Liberia and Sierra Leone to exclude those 
payments from income on their tax returns. Payments generally 
include amounts to cover necessary personal, family, living or 
other	qualified	expenses	that	were	not	covered	by	insurance.		For	
example, if an employee living in Guinea receives reimbursement 
from an employer-sponsored charitable organization for medical 
expenses incurred by the employee as a result of the Ebola 
outbreak in Guinea, such reimbursement will not be included 
in the employee’s gross income for U.S. federal income tax 
purposes. Similarly, if an employee of an American company 
is relocated within Liberia under a quarantine order due to the 
Ebola outbreak in Liberia, and the American company pays for 
the employee’s transportation, rent and living expenses related to 
the quarantine order, such payments will not be included in the 
employee’s gross income for U.S. federal income tax purposes. 
Notice 2014-68, I.R.B. 2014-47.
 CORPORATIONS.
  DISTRIBUTIONS. The taxpayer was an employee of a 
corporation which was purchased by another corporation. The 
taxpayer had received stock when the company was started, 
restricted stock as part of compensation and additional restricted 
stock in order to offset dilution of the taxpayer’s share in the 
company when additional investments were made in the company 
by other investors. The taxpayer made elections under I.R.C. § 83 
for all the stock grants. Under the terms of the merger, the taxpayer 
was to receive the value of the stock, eligible for capital gain 
treatment, and additional money as deferred compensation, which 
was taxable as ordinary income. The taxpayer sought to negotiate 
terms of the merger where the entire amount would be treated 
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as payment for the taxpayer’s stock. An agreement was reached 
but	the	company	did	not	fulfill	the	terms	of	characterization	of	
the	amounts	paid	to	the	taxpayer	and	filed	a	Form	W-2	showing	
a portion of the amount paid as deferred compensation. The 
taxpayer	 attempted	 to	file	 a	 return	which	 recharacterized	 the	
amount received as only payment for the stock. The company 
treated the amount as one portion for payment of the fair market 
value of the stock and the remainder as deferred compensation. 
The court held that the agreement with the company was not 
sufficient	 to	 change	 the	 character	 of	 the	 amount	 paid	 to	 the	
taxpayer since none of the other parties to the merger agreed to 
pay the entire amount for the taxpayer’s stock. The court noted 
that the merger required the taxpayer to remain as an employee 
of the acquiring corporation, thus indicating that at least some 
portion of the payment was compensation for employment. 
Brinkley v. Comm’r, T.C. Memo. 2014-227.
 FIRST TIME HOMEBUYER CREDIT.  The taxpayer was 
a	beneficiary	of	a	parent’s	estate	and	received	an	interest	in	the	
decedent’s residence. The taxpayer’s parent was the executor 
of the estate. Prior to accepting the inheritance, the taxpayer 
disclaimed the interest in the residence, causing the interests in 
the home to pass only to the taxpayer’s parent and two siblings. 
The siblings and parent then executed deeds to transfer the home 
to the taxpayer in exchange for liens on the property to secure 
loans to the taxpayer.  However, no money was actually borrowed. 
The	 taxpayer	 claimed	 the	first	 time	homebuyer	 credit	 on	 the	
“purchase” of the home. The taxpayer subsequently died and 
the IRS assessed taxes resulting from disallowance of the credit. 
The	court	rejected	the	characterization	of	the	set	of	transactions	
as	a	transfer	to	a	non-beneficiary	of	the	estate	and	held	that	the	
substance of the transactions was a transfer of a portion of the 
decedent’s estate from the executor to the taxpayer who was a 
beneficiary	of	the	estate.	Under	I.R.C.	§§	36(c)(5),	267(b)(13),	
a	 related	 person	 includes	 the	 executor	 and	 beneficiary	 of	 an	
estate and I.R.C. § 36(c)(3)(A) prohibits the credit for transfers 
between related persons. Therefore, the court held that the credit 
was properly disallowed. Menges v. Comm’r, 2014-2 U.S. Tax 
Cas. (CCH) ¶ 50,499 (M.D. Penn. 2014). 
 INFLATION-ADJUSTED ITEMS. The IRS has announced 
many	of	the	inflation-adjusted	deductions,	credits	and	other	limits	
for 2015. Unearned Income of Minor Children Taxed as if Parent’s 
Income (the “Kiddie Tax”). For taxable years beginning in 2015, 
the amount in I.R.C. § 1(g)(4)(A)(ii)(I), which is used to reduce 
the net unearned income reported on the child’s return that is 
subject	to	the	“kiddie	tax,”	is	$1,050.	The	same	$1000	amount	
is used for purposes of I.R.C. § 1(g)(7) (that is, to determine 
whether a parent may elect to include a child’s gross income 
in the parent’s gross income and to calculate the “kiddie tax”). 
Rehabilitation Expenditures Treated as Separate New Building. 
For	calendar	year	2015,	the	per	unit	low-income	qualified	basis	
amount under I.R.C. § 42(e)(3)(A)(ii)(II) is $6,600.  Low-Income 
Housing Credit. For calendar year 2015, the amount used under 
I.R.C. § 42(h)(3)(C)(ii) to calculate the state housing credit ceiling 
for the low-income housing credit is the greater of (1) $2.30 
multiplied by the state population, or (2) $2,680,000. Alternative 
Minimum Tax Exemption for a Child Subject to the “Kiddie Tax.” 
For taxable years beginning in 2015, for a child to whom the 
I.R.C. § 1(g) “kiddie tax” applies, the exemption amount under 
I.R.C.	§§	55	and	59(j)	for	purposes	of	the	alternative	minimum	tax	
under I.R.C. § 55 may not exceed the sum of (1) the child’s earned 
income for the taxable year, plus (2) $7,400.  Income from United 
States Savings Bonds for Taxpayers Who Pay Qualified Higher 
Education Expenses. For taxable years beginning in 2015, the 
exclusion under I.R.C. § 135, regarding income from United States 
savings	bonds	for	taxpayers	who	pay	qualified	higher	education	
expenses,	begins	to	phase	out	for	modified	adjusted	gross	income	
above	$115,750	 for	 joint	 returns	and	$77,200	 for	other	 returns.	
The	 exclusion	 is	 completely	 phased	 out	 for	modified	 adjusted	
gross	income	of	$145,750	or	more	for	joint	returns	and	$92,200	
or more for other returns.  Loan Limit on Agricultural Bonds. For 
calendar year 2015, the loan limit amount on agricultural bonds 
under	 I.R.C.	 §	 147(c)(2)(A)	 for	first-time	 farmers	 is	 $517,700.	
Eligible Long-Term Care Premiums. For taxable years beginning in 
2015, the limitations under I.R.C. § 213(d)(10), regarding eligible 
long-term care premiums includible in the term “medical care,” 
are as follows: Attained Age Before the Close of the Taxable Year 
Limitation on Premiums 40 or less, $380; More than 40 but not 
more than 50, $710; More than 50 but not more than 60, $1,430; 
More than 60 but not more than 70, $3,800; More than 70. $4,750. 
Medical Savings Accounts.  Self-only coverage. For taxable years 
beginning in 2015, the term “high deductible health plan” as 
defined	 in	 I.R.C.	§	220(c)(2)(A)	means,	 for	self-only	coverage,	
a health plan that has an annual deductible that is not less than 
$2,200 and not more than $3,300, and under which the annual out-
of-pocket expenses required to be paid (other than for premiums) 
for	covered	benefits	do	not	exceed	$4,450.	 Family coverage. For 
taxable years beginning in 2015, the term “high deductible health 
plan” means, for family coverage, a health plan that has an annual 
deductible that is not less than $4,450 and not more than $6,650, 
and under which the annual out-of-pocket expenses required to be 
paid	(other	than	for	premiums)	for	covered	benefits	do	not	exceed	
$8,150.  Treatment of Dues Paid to Agricultural or Horticultural 
Organizations. For taxable years beginning in 2015, the limitation 
under I.R.C. § 512(d)(1), regarding the exemption of annual dues 
required to be paid by a member to an agricultural or horticultural 
organization, is $160.  Property Exempt from Levy. For calendar 
year 2015, the value of property exempt from levy under I.R.C. 
§ 6334(a)(2) (fuel, provisions, furniture, and other household 
personal effects, as well as arms for personal use, livestock, and 
poultry) cannot exceed $9,080. The value of property exempt from 
levy under I.R.C. § 6334(a)(3) (books and tools necessary for 
the trade, business, or profession of the taxpayer) cannot exceed 
$4,540.  Rev. Proc. 2014-61, I.R.B. 2014-47.
 MORTGAGE INTEREST. The taxpayer’s brother purchased 
a residence in 2002 with a mortgage loan and the house was titled 
solely in the brother’s name. The taxpayer began to live in the house 
in 2003 and in 2010 made most of the mortgage payments during 
that year because the brother could not make the payments. The 
taxpayer also paid the homeowner’s insurance, paid the property 
taxes, and made contributions toward maintenance of the property. 
The taxpayer claimed a deduction for the mortgage interest paid. 
The court held that the taxpayer was not eligible for the deduction 
because the taxpayer had no ownership interest in the property and 
no obligation to make the mortgage payments. Puentes v. Comm’r, 
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T.C. Memo. 2014-224.
 The taxpayers, husband and wife, purchased a residence in 1991 
with	a	mortgage	loan.	In	2010,	the	loan	was	modified	and	unpaid	
but due interest on the original loan was added to the principal of 
the new loan. The taxpayers claimed the unpaid but due interest 
as	part	of	the	total	deduction	for	qualified	mortgage	interest	but	
the IRS denied the deduction for the interest added to the loan 
principal. The court held that the interest added to the principal 
of	the	loan	was	not	eligible	for	the	qualified	mortgage	interest	
deduction because the taxpayers did not actually pay that interest. 
The court noted that the interest would be deductible when the 
mortgage loan is paid off. The court also discussed the rule that, 
if the interest had been paid by the taxpayers obtaining a loan 
from a third party, the interest would be deductible, but because 
the interest in this case was added to the same loan, it was not 
currently deductible. Copeland v. Comm’r, T.C. Memo. 2014-
226.
 PARTNERSHIPS
 DISTRIBUTIONS TO PARTNERS. The IRS has issued 
proposed regulations that (1) prescribe how a partner should 
measure its interest in a partnership’s unrealized receivables 
and inventory items, and (2) provide guidance regarding the tax 
consequences of a distribution that causes a reduction in that 
interest. The proposed regulations take into account statutory 
changes that have occurred subsequent to the issuance of the 
existing regulations. The proposed regulations affect partners 
in partnerships that own unrealized receivables and inventory 
items and that make a distribution to one or more partners. 
I.R.C. § 751(a) provides that the amount of any money, or 
the fair market value of any property, received by a transferor 
partner in exchange for all or part of that partner’s interest in 
the partnership’s unrealized receivables and inventory items 
is considered as an amount realized from the sale or exchange 
of property other than a capital asset. Further, I.R.C. § 751(b) 
overrides the nonrecognition provisions of I.R.C. § 731 to the 
extent a partner receives a distribution from the partnership that 
causes a shift between the partner’s interest in the partnership’s 
unrealized receivables or substantially appreciated inventory items 
(collectively, the partnership’s “section 751 property”) and the 
partner’s interest in the partnership’s other property. The proposed 
regulations adopt the hypothetical sale approach described in 
Notice 2006-14, 2006-1 C.B. 498 for application of I.R.C. § 751. 
The hypothetical sale approach requires a partnership to compare: 
(1) the amount of ordinary income (or ordinary loss) that each 
partner would recognize if the partnership sold its property for 
fair market value immediately before the distribution with (2) 
the amount of ordinary income (or ordinary loss) each partner 
would recognize if the partnership sold its property, and the 
distributee partner sold the distributed assets, for fair market value 
immediately after the distribution.  The proposed regulations also 
revise Treas. Reg. § 1.704-1(b)(2)(iv)(f), regarding revaluations 
of partnership property, to make its provisions mandatory if a 
partnership distributes money or other property to a partner as 
consideration for an interest in the partnership, and the partnership 
owns section 751 property immediately after the distribution. 79 
Fed. Reg. 65151 (Nov. 3, 2014).
    ELECTION TO ADJUST BASIS. A partner of a limited 
partnership died during the tax year but the partnership’s 
accountant	failed	to	include	an	election	under	I.R.C.	§	754	to	adjust	
the basis of partnership assets. The IRS granted an extension of 
time	to	file	the	election.	Ltr. Rul. 201444016, May 8, 2014.
 PASSIVE ACTIVITY LOSSES. The taxpayers, husband 
and wife, owned two rental properties themselves and two 
rental properties through a partnership. The rental properties 
produced tax losses during two tax years which were disallowed 
by	 the	 IRS	because	neither	of	 the	 taxpayers	qualified	as	a	 real	
estate professional under I.R.C. § 469. The husband owned a 
glass replacement company which provided glass replacement 
services for automobiles and residential properties. The husband 
argued that the time spent on the glass replacement business 
qualified	as		a	construction	or	reconstruction	business	which	was	
considered a real estate trade or business under I.R.C. § 469(c)
(7)(C).	The	court	assumed	without	finding	that	installing	original	
or replacement windows in newly built or existing buildings 
constitutes “construction” or “reconstruction” within the meaning 
of I.R.C. § 469(c)(7). However, the court found that cutting and 
installing mirrors and table tops, cutting and installing shower and 
bath glass enclosures, and replacing window panes do not. Since 
the husband’s company did all of these activities, the husband 
needed to prove how many hours were spent on each type of 
activity. Because the taxpayers did not provide adequate written 
contemporaneous evidence of the husband’s time, the losses were 
held to be properly disallowed by the IRS for lack of substantiation. 
Cantor v. Comm’r, T.C. Summary Op. 2014-103.
 SAVER TAX CREDIT. The IRS has published information on 
the retirement savings contribution credit available for low income 
taxpayers. (1) Save for retirement.  Taxpayers may be able to claim 
this tax credit in addition to any other tax savings that also apply. 
The	saver’s	credit	helps	offset	part	of	the	first	$2,000	taxpayers	
voluntarily save for retirement, including amounts contributed to 
IRAs, 401(k) plans and similar workplace plans. (2) Save on taxes. 
The saver’s credit can increase a taxpayer’s refund or reduce the 
tax owed. The maximum credit is $1,000, or $2,000 for married 
couples. The credit is often much less, due in part because of the 
deductions and other credits a taxpayer may claim. (3) Income 
limits.		Income	limits	vary	based	on	filing	status:	married	couple	
filing	jointly	with	income	up	to	$60,000	in	2014	or	$61,000	in	
2015; head of household with income up to $45,000 in 2014 or 
$45,750	in	2015;	married	person	filing	separately	or	single	with	
income up to $30,000 in 2014 or $30,500 in 2015. (4) When to 
contribute.  Taxpayers have until April 15, 2015, to set up a new 
IRA or add money to an existing IRA for 2014. Taxpayers must 
make an elective deferral (contribution) by the end of the year to a 
401(k) plan or similar workplace program.  (5) Special rules apply. 
Other special rules that apply to the credit include: a taxpayer must 
be at least 18 years of age, a taxpayer cannot have been a full-time 
student in 2014, and another person cannot claim the taxpayer as a 
dependent on their tax return. Special Edition Tax Tips 2014-22.
 S CORPORATIONS.
  SECOND CLASS OF STOCK. The taxpayer was a 
corporation which elected to be treated as an S corporation. 
The taxpayer had two shareholders and the taxpayer made 
disproportionate distributions to the shareholders during the course 
white or blue ear tags and the son’s cattle had red or yellow ear 
tags. The dispute arose over the proceeds of the cattle auction. The 
proceeds were paid by checks made out to the wife and the bank 
jointly.	However,	when	the	checks	were	deposited	with	the	bank	
the parents directed that a portion of the proceeds be applied to the 
son’s loans in proportion to the number of cattle owned by the son 
sold at the auction. The bank refused, claiming that the defendants 
operated	as	a	partnership	or	joint	venture.	The	trial	court	ruled	that	
no	partnership	 or	 joint	 venture	 existed.	On	 appeal	 the	 appellate	
court	affirmed.	The	evidence	demonstrated	that	the	parties	obtained	
separate	 financing	 for	 the	 operating	 expenses	 of	 their	 farming	
operations, and they maintained separate checking accounts, 
promissory notes, and security agreements. They also owned 
separate equipment and livestock, obtained separate insurance, 
and	filed	separate	tax	returns.	In	addition,	the	evidence	showed	that	
the plaintiff bank treated the parties as separate operations by not 
requiring all defendants to sign the promissory notes and security 
agreements.	similarly,	the	court	held	that	no	joint	venture	existed	
because there was no agreement between the defendants to share 
equipment,	resources,	expenses	and	profits.	The	bank	argued	that	
the	defendants	used	two	brands	on	the	cattle	which	were	 jointly	
owned,	indicating	an	intent	to	co-own	the	cattle.	The	court	rejected	
this	as	proof	of	a	joint	venture	in	that	the	defendants	used	ear	tags	
to	distinguish	ownership	and	used	the	brands	only	for	identification.	
Heritage Bank v. kasson, 2014 Neb. App. LEXIS 159 (Neb. Ct. 
App. 2014).
IN THE NEWS
 HEALTH INSURANCE. On the issue of whether the health 
insurance premium tax credit under I.R.C. § 36B can be provided to 
individuals who obtain individual health insurance coverage on the 
federal	exchange,	a	three-judge	panel	of	the	Circuit	Court	of	Appeals	
for the Fourth Circuit ruled in favor allowing the tax credit. King 
v. Burwell, 2014-2 U.S. Tax Cas. (CCH) ¶ 50,367 (4th Cir. 2014), 
aff’g, 2014-1 U.S. Tax Cas. (CCH) ¶ 50,184 (D. Va. 2014). However, 
a	split	three-judge	panel	of	the	D.C.	Circuit	Court	of	Appeals	ruled	
against allowing the tax credit. Halbig v. Burwell, 2014-2 U.S. Tax 
Cas. (CCH) ¶ 50,366 (D.C. Cir. 2014), vac’g, 2014-1 U.S. Tax Cas. 
(CCH) ¶ 50,138 (D. D.C. 2014). The New York Times has reported 
that the Supreme Court has granted certiorari in the King v. Burwell 
case. http://nyti.ms/10F4aBT
 NEGLIGENCE.	A	Cass	County	 jury	 ruled	 that	Crow	Wing	
Power company of Brainerd, MN was negligent in its response to 
a rural Pine River, MN farm family’s concerns about stray voltage 
on	 their	property.	 	The	 jury	awarded	Randy	and	Peggy	Norman	
$4.8 million in economic loss damages and $1.5 million in nuisance 
damages for a total of $6.3 million, the largest amount ever awarded 
in a stray voltage case in state history, according to the Normans’ 
attorneys. For nearly 20 years, the Normans claimed  to have 
experienced mysterious health issues with their dairy herd that 
eventually led them to shutter their business in 2012.  C. Perkins, 
Brainerd Dispatch, Oct. 27, 2014; http://www.brainerddispatch.
com/content/pine-river-dairy-farmers-awarded-63-million-
lawsuit-against-power-cooperative
Agricultural Law Digest 175
of its operations. The taxpayer represented that each share of the 
taxpayer has identical rights to liquidation proceeds and distributions 
and that no provision exists in the governing documents, regulations, 
by-laws or any agreement between the shareholders that vary 
these rights. The taxpayer represented that it took remedial steps 
to correct the disproportionate distributions. The taxpayer and its 
shareholders	agreed	 to	make	any	adjustments	 the	Commissioner	
may require consistent with the treatment of the taxpayer as an S 
corporation. The IRS ruled that the disproportionate distributions 
did not create a second class of stock so long as the taxpayer makes 
corrective distributions so that distributions will be proportionate to 
the shareholders’ interests.  Ltr. Rul. 201444020, May 21, 2014.
INSURANCE
 PROPERTY INSURANCE. The defendant had purchased 
a portion of a farm owned by the defendant’s grandparents. 
The defendant built a home on the land but used portions of the 
grandparents’ land for pasturing horses and housing goats and other 
small farm animals. The grandparents kept a few cattle on their 
portion of the property and the defendant helped care for the cattle. 
After the grandfather became disabled, the defendant provided all 
the care for the cattle and the grandparents gave some of the cattle 
to the defendant. After the death of the grandfather, all of the cattle 
were given to the defendant and the defendant continued to raise and 
breed cattle for the defendant’s own use and the defendant purchased 
a bull which was pastured on a portion of the grandparents’ land. 
That bull escaped from the pasture and caused an accident on the 
highway with three cars. The plaintiff was an insurance company 
which had issued a homeowner’s insurance policy to the defendant 
and brought suit to obtain a declaration that it was not required to 
defend or indemnify the defendant for damages resulting from the 
accident because the accident involved a business operated by the 
defendant on property not covered by the policy. The court noted 
that	the	defendant	had	filed	IRS	Schedule	F	of	Form	1040	for	the	
income and expenses related to the cattle raising. The court discussed 
the I.R.C. rules and regulations governing hobby losses under I.R.C. 
§ 183 and determined that the defendant did not operate the cattle 
activity as a business under the I.R.C. rules; therefore, the policy 
exclusion for business activity did not apply. The court also ruled 
that the bull’s pasture was included in the covered premises because 
such a pasture would normally be included in a rural homestead and 
did not exceed the 50 acre limitation in the policy. State Farm Fire 
and Casualty Co. v. Nivens, 2014 U.S. Dist. LEXIS 134976 (D. 
S.C. 2014).
PARTNERSHIPS
 DEFINITION. The defendants were a husband and wife and their 
son. The parents owned and operated a farming and cattle operation 
and obtained loans from the plaintiff bank. The son also owned and 
operated a farming and cattle operation and obtained separate loans 
from the plaintiff bank.  All of the loans were secured by security 
interests in the parties’ separate farm products.  In March 2010 the 
defendants sold all of their cattle at auction. The parents’ cattle had 
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 Corporate-to-LLC conversions
 New regulations for LLC and LLP losses
Closely Held Corporations
 State anti-corporate farming restrictions
 Developing the capitalization structure
 Tax-free exchanges
 Would incorporation trigger a gift because of
	 	 severance	of	land	held	in	joint	tenancy?
 “Section 1244” stock
    Status of the corporation as a farmer
 The regular method of income taxation
 The Subchapter S method of taxation, including
  the “two-year” rule for trust ownership of
  stock
 Underpayment of wages and salaries
Financing, Estate Planning Aspects and Dissolution
  of Corporations
	 Corporate	stock	as	a	major	estate	asset
 Valuation discounts
 Dissolution and liquidation
 Reorganization
 Entity Sale
 Stock redemption
Social Security
   In-kind wages paid to agricultural labor 
Second day
FARM INCOME TAX
New Legislation
Reporting Farm Income
 Constructive receipt of income
 Deferred payment and installment payment
  arrangements for grain and livestock sales
 Using escrow accounts
 Payments from contract production
 Items purchased for resale
 Items raised for sale
 Leasing land to family entity
 Crop insurance proceeds
 Weather-related livestock sales
 Sales of diseased livestock
	 Reporting	federal	disaster	assistance	benefits
 Gains and losses from commodity futures, 
  including consequences of exceeding the
  $5 million limit
Claiming Farm Deductions
 Soil and water conservation expenditures
 Fertilizer deduction election
 Depreciating farm tile lines
 Farm lease deductions
 Prepaid expenses
 Preproductive period expense provisions
 Regular depreciation, expense method
  depreciation, bonus depreciation 
 Paying rental to a spouse
 Paying wages in kind
 Section 105 plans
Sale of Property
 Income in respect of decedent
 Sale of farm residence
 Installment sale including related party rules
 Private annuity
 Self-canceling installment notes
 Sale and gift combined.
Like-kind Exchanges
 Requirements for like-kind exchanges
 “Reverse Starker” exchanges
     What is “like-kind” for realty
 Like-kind guidelines for personal property 
    Partitioning property
    Exchanging partnership assets
Taxation of Debt
 Turnover of property to creditors
 Discharge of indebtedness
 Taxation in bankruptcy.
First day
FARM ESTATE AND BUSINESS PLANNING
New Legislation 
Succession planning and the importance of
 fairness
The Liquidity Problem
Property Held in Co-ownership
	 Federal	estate	tax	treatment	of	joint	tenancy
	 Severing	joint	tenancies	and	resulting	basis
 Joint tenancy and probate avoidance
 Joint tenancy ownership of personal property
 Other problems of property ownership
Federal Estate Tax
 The gross estate
 Special use valuation
 Property included in the gross estate
 Traps in use of successive life estates
 Basis calculations under uniform basis rules
 Valuing growing crops
 Claiming deductions from the gross estate
 Marital and charitable deductions
 Taxable estate
 The applicable exclusion amount
	 Unified	estate	and	gift	tax	rates
 Portability and the regulations
 Federal estate tax liens
 Undervaluations of property
Gifts
	 Reunification	of	gift	tax	and		estate	tax
 Gifts of property when debt exceeds basis 
Use of the Trust
The General Partnership
 Small partnership exception
 Eligibility for Section 754 elections
Limited Partnerships
Limited Liability Companies
 Developments with passive losses
